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Introduction
A credit score can be defined as statistics used to determine an individual ability to repay a loan. This score usually ranges between 300-850 with 850 being the best score possible and 300 being the absolute lowest. Anything that is above 750 is rated to be excellent. However, below 550 is rated as trouble. One's qualification to a loan depends on his credit score number, and hence it becomes easier for it to qualify for a loan with a high score. Information used to determine credit score is retrieved from credit reports.  Fair Isaac Corporation (FICO) is the company that came up with the method of determining the score. According to Monitoring Your Credit Score and Credit Report (2017), “In 2007, the national average FICO score was 723, and 58% of Americans had a score higher than 700, per Fair Isaac”.
Credit reports provide information about the previous lending. They demonstrate an individual ability to pay back a loan in a dependable and timely manner. These reports show the amount of available credit an individual has and the credit being utilized. Moreover, the score reports indicate whether the individual has failed to repay the loan to the extent of taking it to the debt collector. The credit score has a great impact on people’s lives. Many fear the term while others brush it off due to the ignorance of how it works. It mostly benefits those who are responsible and prudent by their timely payments and wise budgeting. From the way the credit score affects people’s lives, there is a need for them to work towards improving their credit score. Credit reports also contain liens, bankruptcies, judgments, and rental repayment information. Creditors use this information whether an individual qualify a loan, interest rates and customer’s ability to meet the terms and conditions.
In evaluating the creditworthiness of a customer, the lenders look for three important things in the customer’s credit report; credit, capacity, and character in general. To understand the character of the customer, the lender reviews on the address of the customer, terms of employment, the period of employment, frequency the client has switched jobs ad any records of negative judgments or bankruptcies. On evaluating the customer’s capacity, the lender check on the much credit the customer is currently carrying. Most people who have high balance but gives the minimum required payments or only the interests in it, do not credit so well. Last but not least measure, is the credit. On this, the lenders check on how long the customer’s account has been opened and of course, the longer the time, the higher the credit. 
FICO Credit Score Ranges in USA
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	Credit Score
	Rating
	% of People
	Impact

	300-579
	Very Poor
	17%
	Credit applicants in this category may need to pay a deposit or a fee and sometimes most of them are not approved for credit at all.

	580-669
	Fair
	20.2%
	Credit applicants in this category are referred to as Subprime borrowers.

	670-739
	Good
	21.5%
	Credit applicants in this category are likely to become delinquent in the future.

	740-799
	Very Good
	18.2%
	Credit applicants in this category tend to receive better than average rates from lending agencies.

	800-850
	Exceptional
	19.9%
	Credit applicants in this category get the best rates from lending agencies to be encouraged to borrow more.



According to FICO, the calculation of credit score is categorized into five divisions; type of credit used which is 10 percent, new credit which holds 10 percent, length of credit history which holds 15 percent, amount owned which holds 30 percent and history of payment which takes the biggest percentage of 35 percent. All these categories are determining the overall credit score. 
The category for payment history reviews how a customer has met the obligations of different accounts. It checks on the history of collections, delinquency, and bankruptcy. The more problems there is to this history, the weaker the credit score.
On the next component on the amount a customer owes. The lender focuses on how much debt the customer is in. It also checks the number and type of accounts a customer holds. It gives deep emphasis on the current financial situation of the customer. The larger the amount of current debt from many sources, the weaker the credit score. 
The other categories (a type of credit used, new credit and length of credit history) holds less percentage but crucial as well. It is an advantage to maintain a good credit history. Also, people who apply for credit a lot of times might have dangled their credit score a bit since it is assumed that they already have too much financial pressure. Also, the more types of credit account a customer holds, the lower the credit scores.
In summary, a good credit score puts money in a customer’s pocket. Also, good credit management means a good credit score. It is therefore vital for customers to understand that a credit score focuses on the credit report and no other additional information such as the level of a customer’s income and the length of employment. Since credit score is a tool that lending agencies seriously consider, it is, therefore, significant for one to improve it constantly. For an excellent score, one ought to be paying his/her bills on time. Also, try to stick to one credit card in most of the times.
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